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COMMERCE, DEPARTMENT OF
"We have become victims of regulatory fallout," declared Secretary Kreps in a
recent speech to a business group, and she urged flexibility in the regulatory
system by adopting performance standards instead of mandatory methods or
technology of obtaining specific objectives.
She noted the importance of
taking advantage of private sector ingenuity by having Government set the
goals and letting industry find the course of lowest cost.
Mrs. Kreps said that business must share the blame for much of the body of
social regulations as well.
"These regulations did not spring into being
in anticipation of problems. They were reactions to problems— problems
created in part by business' failure to recognize and act upon its responsibilities
to the general public."
ENERGY, DEPARTMENT OF
A report on rate design prepared by the Electric Power Research Institute has been
distributed to several u t i l i t y commissions and has also been made available
to the House Commerce Subcommittee on Energy and Power. The report endorses
the principle of marginal cost pricing and implementation of time of day
rates. While admitting that computation of marginal cost is elusive and
judgmental, the report contends that it is attainable and is highly desirable.
It contends that it has a major practical advantage that as such rates are applied
to the growth portions of the demand, utility revenues will grow commensurately
with costs over time and thus lessen the need for frequent rate increases. A
dissenting view was voiced by three utility members of an eight member project
committee who contended that marginal cost rates will present a host of implementation
problems.
Copies of the report are expected to be available through the
Executive Director, Robert U hler, P .0. Box 10412, Palo Alto, Calif., 94303 when
printing is completed.
FEDERAL COMMUNICATIONS COMMISSION
The 41st Annual Report is now available. It includes information required by the
Communications Act of 1934 and the Communications Satellite Act of 1962. The report
contains a comprehensive review of key events in the Commission's areas of
regulatory concern: broadcasting, cable IV, common carrier communications, safety
and special radio services, spectrum management and frequency allocation.
It includes
an organization chart and summary of each division's responsibilities. Copies are
available by calling 202/632-7260.
An

extension until 12/1/77 for filing comments on the final report on the
’’Study of Depreciation Rate Practices and Policies" prepared bi' the firm of
Ernst and Ernst and on other matters concerning depreciation has been announced.
In a Public Notice released 9/8/77, the FCC announced the receipt of the
Ernst and Ernst report, which contains a review and analysis of the existing
state of the art of depreciation within the bounds of conventional depreciation
accounting and provided a commentary of Docket 20188 (a rulemaking proposing
amendment of the Commission's uniform system of accounts for certain telephone
companies with respect to depreciation rates). In view of the length of the
study and the continuing workloads of the state commissions, the FCC said it would
grant the extension.
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FEDERAL DEPOSIT INSURANCE CORPORATION
Uniform guidelines for the enforcement of the Truth in Lending law and its
regulatory rules have been proposed for public comment by the five Federal
agencies that regulate banks, thrift institutions and credit unions. The
joint notice of the proposed guidelines said they are intended to promote
improved and uniform enforcement of the Truth in Lending Act through corrective
action, including reimbursement, for borrowers who have been overcharged or
otherwise harmed by violations of the Act. Contents should be sent by
11/21/77, to: Interagency Enforcement Policy — Regulation Z, Washington,
D.C. 20219.
FEDERAL RESERVE BOARD
We had earlier reported that the legislation calling for GAO audits of the
three Federal bank regulatory agencies was on track for final adoption. However,
Sen. Percy (R7III), ranking Republican on the Senate Governmental Affairs
Committee, at the request of Federal Reserve Board Chairman Burns, has called
for hearings on the matter.
Since Congress is anxious to adjourn for this
session, the effect appears to indicate further delay in the adoption of this
legislation.
On another financial topic, legislation sponsored by Rep. St. Germain (D-R.I.)
Chairman of the House Banking Subcommittee, an expansion of the Senate-approved
bill, which strengthens bank regulatory powers and places strick limitations
on insider loans, overdrafts, loans to purchase bank stock and interlocking
directorates, has been effectively blocked from further consideration this year.
However, this matter can be expected to receive further attention during the
second session of this Congress.
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
A statement of organizational
created during the recent
pp. 57351-53.
It details
under the jurisdiction of

responsibilities for the new Health Care Finance Division,
HEW reorganization appears in the 11/2/77 F e d . Reg.,
the specific areas of legislative responsibility
this unit.

INTERSTATE COMMERCE COMMISSION
James B. Thomas J r . , CPA, has been appointed Director of the ICC’s Bureau of Accounts
Prior to this'assignment, he served as the Inspector General at HUD, and from
1972-75, he was the Assistant Director in the Bureau of Accounts at the Commission.
Before leaving HUD, Thomas received the Secretary's Award for Excellence, 1975-77.
Final rules requiring all carriers subject to its accounting regulations to account
for certain leases as the acquisition of an asset and the incurrence of a liability
appear in the 10/27/77 Fed. Reg., pp. 56610-16. The Commission has determined
that this Order will bring the carriers' required accounting into alignment with
generally accepted accounting principles.
This Order will also ease the record
keeping required of these carriers which prepare reports for the Commission and
others. The ICC is adopting the accounting principles contained in FASB Statement
No. 13 and directing those subject to ICC regulations to use these disclosure
requirements for operating leases.
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Twelve trucking companies have been charged with illegally retaining an estimated
$2.3, million in inadvertent double payments from shippers. An official in the;
Enforcement Division indicates that this may be "only the tip of the iceberg."
He added that by retaining the double billing funds, the carriers painted
a "false picture of their financial strength" and, in turn, have defrauded
the economic institutions with which they do business, such as the SEC
where the companies are publicly held, and others who have financial
interests in these firms.
LABOR, DEPARTMENT OF
A "comprehensive study" of the relationship between private and public pensions
and the social security system is being adovcated by Reps. Dent (D-Pa.)
and Erlenborn (R-Ohio). Both are members of the special pension task force
of the House Labor Committee. They are urging appropriate private sector
organizations to help in formulating a study design and said they expect the
Labor Department’s Advisory Council on Pension and Welfare Benefit Plans to
help define the study’s parameters.
The Departments of Labor, Treasury, and
HEW should provide whatever help and assistance is necessary to complete the
study in a timely fashion, they added.
A note of caution to persons managing so-called Multiple Employer Trusts (METs)
which may be employee benefit plans within the; meaning of the Employee
Retirement Income Security Act (ERISA), has been sounded.
Ian D. Lanoff,
administrator of the Pension and Welfare Benefit Programs (PWBP) has announced
two conclusions emerging from the Department’s ongoing review of the legal
status and activities of such organizations.
First, that it is the Department's view that it would not be proper for any
health and welfare or pension plan covered by ERISA to divert plan assets to
the payment of commissions to persons soliciting participation by new employers or
former employees. Describing the Department’s second conclusion regarding METs,
Lanoff stated that the actual activities of brokers or agents, sometimes called
"producers" or "distributors," who solicit the participation of new employers
and employees in METs are not removed from the regulatory authority of the
States by the Federal pension act.
Certain conditions contained in the class exemption issued on 6/24/77 relating to
transactions between employee benefit plans and insurance agents and others are
being postponed from 11/1/77 to 5/1/78.
(See 11/1/77 Fed. Reg., pp.57184-85).
The action, which affects participants and beneficiaries of employee benefit
plans, sponsors of such plans and persons engaging in the transactions to which
the exemption is applicable, w o
u ld provide DOL and IRS with adequate time to
determine if the conditions subject to the postponement wi ll have effects unintended
by the Agencies and, if so, to propose amendments to rectify these effects. The
extension, however, does not affect other conditions of the exemption which will
beco me effective as scheduled.
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION
A major reorganization of the agency is taking place and will affect all of
NASA's operating centers and facilities. The result will be a reduction in the
number of staff offices reporting directly to the Administrator and will result
in a simpler headquarters organization and a more effective field operation.
A summary of the details of the reorganization are contained in NASA Release
No. 77-228 which is available by calling 202/755-8370.
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POSTAL SERVICE
Readers should be alert to a proposed change in the postal regulations concerning
the inclusion of both a box number and a street address on their mail. The
proposed rule change reads as follows: "Mail bearing both a street address
and a post office box number will be distributed for delivery in accordance
with the address show n on the line immediately preceding the City, State and
Zip Code." For more information, contact your postmaster.
SMALL BUSINESS ADMINISTRATION
Legislation to expand the opportunities for small firms to receive Federal contracts
and simplifying the contract procedures for small companies has been introduced by
Sen. Nelson (D-Wisc.), Chairman of the Small Business Committee. Entitled the
"Small Business Procurement, Expansion and Simplification Act," S.2259 would,
among other things, require the Government to award all contracts of less than
$10,000 to small firms, if they are able to meet the contract terms.
SECURITIES AND EXCHANGE COMMISSION
The report of the Advisory Committee on Corporate Disclosure has been finalized.
As had been previously reported, "the 16-member panel’
, headed’ by A. A. Sooner
Jr., former SEC Commissioner, found, that the current system of corporate disclosure
is "essentially sound" and only minor changes giving investors more information
were suggested.
A major point in the report is the advice given to the SEC that it should not
try to regulate corporate morality through the device of public disclosure of
information of little use to investors. On this issue, the Advisory C ommittee
stated: "if the Com mission preceives the need to regulate directly corporate
conduct, it should request from Congress the authority to do so."
On the issue of projections, the panel recommended that the SEC encourage
publication of "forward-looking and analytical information in company reports
to shareholders and any Commission filings." This recommendation, however,
was tempered with a suggestion of a "safe habor" rule.
The report is being printed by the Government Printing Office and should be
available in approximately 3 weeks. We'll report when it's been completed. In
the meantime, the staff has prepared a summary of the major points in the report
and anyone wishing to receive one free copy of this "summary" may do so by
contacting the AICPA Washington Office 202/872-8190 ext. 47 by 11/16/77.
Staff Accounting Bulletin NO. 18 has been issued and appears in the 11/3/77 Fed. Reg, ,
pp. 57455-56.
it describes the position of the Commission's staff on the data to
be disclosed for mineral resource assets employed in mining operations by registrants
subject to the replacement cost disclosure rule. Disclosure requirements include:
(1) replacement cost data pertaining to buildings, machinery, and equipment used in
mining operations and (2) the amount of costs incurred currently in the acquisition,
exploration, and development of mineral properties accompanied by an explanation of
the effects of incurring such costs on the financial statements and a generalized
description of the impact of changing costs of such activities.
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The

release on the proposed rule concerning replacement cost disclosure
(Release No. 33-5878) appears in the l1/3/77 F e d . Reg. , beginning at page
57652.
In a separate action, the SEC has reasserted its support for proposed
accounting changes affecting the oil and gas industries. That release (No. 33-5877)
appears in the 11/3/77 Fed. Reg., beginning at page 57662, and comments on the
proposal are requested prior to 11/25/77.

Its been reported that the Chairman of the Senate Securities Subcommittee has instructed
his staff to investigate the SEC's enforcement division's activities with a possibilit
of holding hearings on the matter next year. The probe stems from complaints from
securities lawyers of questionable tactics by the division's staff during certain
investigations.
The House approved its version of the questionable payments legislation last Tuesday.
Conferees from both Chambers have been appointed, and it's hopeful that a
conference version can be agreed to and sent to the President before the end of
the first session.
TREASURY, DEPARTMENT OF
Regulations denying DISC benefits related to energy resources and other products have
been issued (11/2/77 F e d . Reg, pp. 57309-11). They had been previously adopted
on 10/17/77 and T.D. 7513 contains the full text of the final regulations.
In addition, regulations requiring an income tax return from certain political
organizations appear in the same issue at pp. 57312. They are effective for taxable
years beginning after 1/31/74. The new rules provide that political organization
taxable income as defined in Section 527 must file an incane tax return using
Form 1120-POL.
More than 600 local governments across the country are scheduled to lose nearly a
million dollars in revenue sharing funds by default. Five notices were sent without
response. By contrast more than 37,000 local governments across the U.S. are
participating in the GRS program.
The Department's position on the boycott guidelines were expressed in the remarks of
Assistant Secretary Woodworth at a recent public meeting. His statement can be
obtained by calling 202/566-2041 and requesting a copy of Document B-517.
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